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Abstract: U.S. imports (arrivals) of foreign-grown leaf and stems rose from 474 million
pounds in 1998/99 (July-June) to 516 million pounds during 1999/2000 (July/June), a gain
of 9 percent. Much of the advance was in Oriental, stemmed flue-cured, and other stemmed
and unstemmed leaf, which is largely burley. During the same period, imports for consump-
tion of leaf and stems aso declined 9 percent. Use of foreign-grown flue-cured, burley, and
Oriental tobaccos rose during this period, and foreign stocks were depleted. Lower cigarette
output may dampen next year’s imports, although the proportion of foreign-grown leaf used
in cigarette production may not change much. Under the tariff-rate quota currently in place,

imports of leaf are not severely restricted.
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Introduction

This article updates articles published annualy in the
September 1992-99 issues of the Tobacco Stuation and
Outlook report.

Arrivas, or general imports of foreign-grown leaf and stems
rose from 474 million pounds in 1998/99 (July-June) to 516
million pounds during 1999/2000 (July/June), again of 9
percent. Much of the advance was in Orienta, stemmed
flue-cured, and other stemmed and unstemmed |eaf, which
islargely burley. During the same period, imports for con-
sumption declined from 534 million pounds in 1998/99 to
485 million pounds in 1999/2000.

U.S. leaf imports for consumption had climbed from 413
million pounds in 1990 to more than 1 billion poundsin
1993. The main reason for this surge was the rising popular-
ity in the United States and abroad for low- and mid-priced
cigarette brands (discounts). Furthermore, U.S. exports were
increasing rapidly, boosting demand for lower priced foreign
leaf. To meet this demand, manufacturers imported an
increasing amount of foreign tobacco. After imports reached
44 percent of domestic disappearance, Congress acted to
restrict imports by implementing the Domestic Marketing
Assessment (DMA).

The DMA was in effect from January 1, 1994, to September
13, 1995. If foreign leaf content of U.S. cigarettes exceeded
25 percent, a penaty was assessed on the manufacturer for
calendar 1994 only. The DMA was eliminated on September
13, 1995, (retroactive to January 1, 1995), when President

1 Senior economist, Market and Trade Economics Division, Economic
Research Service, USDA.

40 ®m Tobacco Situation and Outlook/TBS-247/September 2000

Clinton proclaimed atariff-rate quota (TRQ) for cigarette
leaf tobacco, mainly flue-cured and burley. The proclama-
tion also eliminated duties on Oriental and cigar wrapper,
binder, and filler tobacco. Imports of cigarette leaf tobaccos,
which exceed predetermined quota levels, will be subject to
an import duty of 350 percent ad valorem A draw back
provision allows most of the duty to be refunded if the same
leaf that isimported is re-exported as product.

Tariff-Rate Quota Activity

For the period September 13, 1999, through September 8,
2000, U.S. leaf imports within the TRQ totaled 174.7 mil-
lion pounds. With less than aweek left in the TRQ year
(September 13-September 11), only 52.6 percent of the total
quota alocation of 332.2 million pounds has been imported.

Under the TRQ, the volume of tobacco imports for con-
sumption under nine harmonized tariff subheadings, primar-
ily flue-cured and burley, during the period from September
13 in any year to September 11 of the following year, are
restricted as shown in table A-1.

Despite Lower Imports, Use of Imported Leaf
Rises Relative to Domestic Use

On afarm-sales weight basis, estimated U.S. use of
imported flue-cured tobacco rose 6 percent from July-June
1998/99 to 1999/2000 (tables A-2 and A-3). However, since
domestic disappearance dipped nearly 12 percent, the
import share of total flue-cured use increased from 28.9 per-
cent to 32.7 percent. During the same period, foreign-grown
flue-cured stocks held by U.S. tobacco dealers and manufac-
turersfell 14 percent (table A-4).
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